
"An Act r e l a t i n g  to the oil and gas p r o p e r t i e s  p r o d u c t i o n
tax; and p r o v i d i n g  for an e f f e c t i v e  da t e . "

C O M M I T T E E  R E P O R T

'26/75

M r .  S p e a k e r :

T h e  Comm i 1 1  e e  o n

H O U S E F IN A N C E

D a t e  H - l h - %

P i E S O U R C E S  h a s  h a d HB  3^6

u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  m e m b e r s  o f  t h e  C o m m i t t e e  

r e c o m m e n d s  i t  DO P A S S  

( ) r e c o m m e n d s  i t  DO N O T  P A S S

( ) r e c o m m e n d s  i t  CO P A S S  W I T H  A T T A C H E D  A ME NDM E N T ( S ) .

( ) ^  r e c o m m e n d s  i t  BE  R E P L A C E D  W I T H  CS  FOR

CS  FOR f t  &  3 Lib>  ____ DO P A S S

( ) " a n d "  r e c o m m e n d s  i t  BE R E F E R R E D  T O  T H E  

COMM I T T E E

( ) r e p o r t s  i t  b a c k  W I T H O U T  R E C O M M E N D A T I O N  

( ) " o t h e r "

M e m b e r ^  s j g n i n g  t h e  M a j o r i t y  r e p o r t

cy

A ND  T H A T

M e m b e r s  N O T  c o n c u r r i n g  i n t h e  Ma j o  r i t y r e p o r t :

__________________________  r e c o m m e n d s :

__________________________  r e c o m m e n d s :

r e c  o m n e n d s : 

r e c o m m e n d  s :



C O M M I T T E E  R E P O R T

/.\
y\ .1 V 1 5 / 7 6  H O U S E

"An Act r e l a t i n g  to the oil and gas p r o p e r t i e s  p r o d u c t i o n  tax:
e f f e c t i v e  d a t e . "

M r . S p e a k e r :  D a t e

' h e  C o m m i t t e e  o n  F I N A N C E _____________h a s  h a d   H B  3^6

i n d e r  c o n s i d e r a t i o n .  A M a j o  r i t y o f  t h e  m e m b e r s  o f  t h e  C o m m i t t e e  

( ) r e c o m m e n d s  i t  DO P A S S

( ) r e c o m m e n d s  i t  DO N O T  P A S S

( ) r e c o m m e n d s  i t  DO P A S S  W I T H  A T T A C H E D  A M E N D M E N T ( S )

( } r e c o m m e n d s  i t  BE  R E P L A C E D  W I T H  CS  F OR  ________________  A ND  T H A T

C S  F O R ______________________ DO P A S S

( ) " a n d "  r e c o m m e n d s  i t  BE R E F E R R E D  T O  T H E ____________________________

COMM I T T E E

( ) r e p o r t s  i t  b a c k  W I T H O U T  R E C O M M E N D A T I O N  

( ) " o t h e r "

M e m b e r s  s i g n i n g  t h e  M a j o r i t y  r e p o r t :

M e m b e r s  MOT  c o n c u r r i n g  i n t h e  M a j o r i t y  r e p o r t :

___________________________ r e c o m m e n d s :

__________________________  r e c o m m e n d s :

___________________________ r e c o m m e n d s :

___________________________ r e c o m m e n d s :

r e c o m m e n d s :

C h a  i r ma i



I

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

O r i g i n a l  spo n s o r :  C o w p e r
Offered: 4 / 1 5 / 7 6
R e f e r r e d :  F i n a n c e

IN T H E  H O U S E B Y  T H E  R E S O U R C E S  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 346 

I N  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

For an  Act e n t i t l e d :  "An Act r e l a t i n g  to t h e  oil a n d  gas p r o p e r t i e s  p r o­

d u c t i o n  tax; a n d  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

BE IT  E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  4 3 . 5 5 . 0 1 0 ( a )  is a m e n d e d  t o  read:

(a) T h e r e  is l e v i e d  u p o n  t h e  p r o d u c e r  o f  oil o r  gas a tax b a s e d

u p o n  a p e r  c e n t  o f  t h e  g r o s s  v a l u e  at the p o i n t  o f  p r o d u c t i o n  [WELL] of

all o i l  o r  g a s  p r o d u c e d  [ R E M O V E D  OR S O L D ]  f r o m  e a c h  l e a s e  or p r o p e r t y  

in the state, le s s  the v a l u e  o f  a n y  p a r t  the o w n e r s h i p  or r i g h t  to w hich 

is e x e m p t  f r o m  t a x a t i o n .  T h e  t a x  is d e t e r m i n e d  a c c o r d i n g  to the f o l l o w­

ing s c h e d u l e s ,  a n d  a n y  part w h i c h  is e x e m p t  f r o m  t a x a t i o n  is d e d u c t e d  

f r o m  the t a x  l e v i e d  o n  a p r o  r a t a  b a s i s  as to e a c h  p r o d u c t i o n  l e v e l  tax 

b r a c k e t :

(1) oil: b a s e d  u p o n  the t o t a l  p r o d u c t i o n  f r o m  e a c h

l e ase or p r o p e r t y  [ A V E R A G E  D A I L Y  P R O D U C T I O N  F O R  E A C H  W E L L ]  for the 

c a l e n d a r  m o n t h  in b a r r e l s ,  the t a x  is

(A) five p e r  c e n t  o n  t h e  f x r s t  300 b a r r e l s  of  a v e r a g e 

d a i l y  p e r  w e l l  p r o d u c t i o n ;

(B) six p e r  cent on the next 700 b a r r e l s  of  a v e r a g e  

d a l l y  p e r  w e l l  p r o d u c t i o n;

(C) e i ght p e r  cent cn  a l l  p r o d u c t i o n  in e x c e s s  of

1 , 0 0 0  b a r r e l s  o f  a v e r a g e  d a l l y  p e r  w e l l  p r o d u c t i o n ;

(2) gas: t h e  t a x  is f o u r  p e r  cent o f  the g r o s s  v a l u e

at t h e  p o i n t  o f  p r o d u c t i o n  o f  the gas a n d  l i q u i d  p r o d u c t s  p r o d u c e d  

e a c h  mo n t h .
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r< Sec. 2. A S  *13.55.015(a) is a m e n d e d  to read:

(a) T h e r e  Is l e v i e d  u p o n  the p r o d u c e r  of  oil a tax on e a c h  b a r r e l

o f  o i l  p r o d u c e d  [ R E M O V E D  O R  S O LD] f r o m  e a c h  l e a s e  or  p r o p e r t y  in the

s t a t e  l e s s  a n y  p a r t  the o w n e r s h i p  or r i g h t  to w h i c h  is e x e m p t  f r o m  t a x a­

tion. T h e  t a x  is b a s e d  u p o n  the t o t a l  p r o d u c t i o n  f r o m  e a c h  l e a s e  or 

p r o p e r t y  [ A V E R A G E  D A I L Y  P R O D U C T I O N  F O R  E A C H  W E L L ]  for the c a l e n d a r  m o n t h  

in b a r r e l s  d e t e r m i n e d  a c c o r d i n g  t o  the f o l l o w i n g  s c h e d u l e  a n d  any pa r t  

w h i c h  Is e x e m p t  f r o m  t a x a t i o n  is d e d u c t e d  f r o m  t h e  t a x  l e v i e d  on a pro 

r a t a  b a s i s  as t o  e a c h  p r o d u c t i o n  l e v e l  b r a c k e t :

(1) $ . 1 6 8 7 5  o n  e a c h  o f  the f i r s t  300 b a r r e l s  o f  a v e r a g e  

d a l l y  p e r  w e l l  p r o d u c t i o n ;

(2) $ . 2 0 2 5  o n  e a c h  of the n e x t  7 0 0  bt.._rels o f  a v e r a g e  

d a l l y  p e r  w e l l  p r o d u c t i o n ;

(3) $ . 2 7 0 0  on  e a c h  of the b a r r e l s  [ B A R R E L  O F  P R O D U C T I O N ]

i n  e x c e s s  o f  1 , 0 0 0  b a r r e l s  o f  a v e r a g e  d a l l y  p e r  w e l l  p r o d u c t i o n .

* Sec. 3* AS  4 3 . 5 5 . 0 2 0 ( a )  is a m e n d e d  to read:

(a) T h e  g r o s s  p r o d u c t i o n  tax on oil o r  gas s h a l l  be p a i d  m o n t h l y .  

T h e  tax Is d u e  o n  t h e  last d a y  o f  e a c h  c a l e n d a r  m o n t h  on oil o r  gas 

p r o d u c e d  [ R E M O V E D  O R  SOLD] f r o m  e a c h  l e a s e  or p r o p e r t y  d u r i n g  the p r e­

c e d i n g  m o n t h .  If t h e  tax is not p a i d  b e f o r e  the end of t h e  m o n t h  in 

w h i c h  It b e c o m e s  d u e  the tax b e c o m e s  d e l i n q u e n t .  

s Sec. J). A S  4 3 - 5 5 * 02 0 ( e )  is a m e n d e d  to read:

(e) Gas p r o d u c e d  a n d  used, e x c e p t  gas u s e d  :Ln the o p e r a t i o n  of 

a l e a s e  or p r o p e r t y  in d r i l l i n g  for or p r o d u c i n g  oil or  gas, o r  for 

r e p r e s s u r i n g ,  Is c o n s i d e r e d ,  for the p u r p o s e  of t h i s  c h a p t e r  a n d  in the 

a m o u n t  u s e d ,  as gas p r o d u c e d  [ R E M O V E D  O R  S O L D ]  f r o m  a l e ase o r  p r o p e r t y .

* Sec. 5. A S  ^ 3 . 5 5 . 0 3 0 ( a ) (1), (3) a n d  (4) are a m e n d e d  to read:

(1) a  d e s c r i p t i o n  o f  the l e a s e  o r  p r o p e r t y  f r o m  w h i c h  the 

oil or g a s  w a s  p r o d u c e d  [ R E M O V E D  O R  SOLD], b y  n a me, l e g a l  d e s c r i p t i o n ,



l e a s e  n u m b e r  or b y  a c c o u n t i n g  c o d e  n u m b e r s  a s s i g n e d  b y  the d e p a r t m e n t ;

S O L D ]  f r o m  t h e  l e a s e  or p r o p e r t y ,  a n d  t h e  p e r c e n t a g e  o f  the g r o s s  

a m o u n t  o w n e d  b y  e a c h  p r o d u c e r  for w h o m  the t a x  is paid;

S O L D ]  f r o m  t h e  l e a s e  or p r o p e r t y  o w n e d  b y  e a c h  p r o d u c e r  for w h o m  the 

t a x  is p aid; and

” Sec. 6. AS ^ 3 - 5 5 - 1 ^ 0  is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  to read:

(12) " g r o s s  v a l u e  at the p o i n t  of p r o d u c t i o n "  means:

(A) f o r  oil, the v a l u e  o f  the oil at t h e  p o i n t  w h e r e  

it is m e t e r e d  or  m e a s u r e d  (by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r ,  

t a n k  g a u g e  or o t h e r  m e t h o d  ajjproved by the c o m m i s s i o n e r ) in a 

c o n d i t i o n  o f  p i p e l i n e  q u a l i t y  o n  the p r e m i s e s  of  the l e a s e  or 

p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ;  h o w e v e r ,  if  t h e  o i l  is not 

o f  p i p e l i n e  q u a l i t y  w h e n  It is r e m o v e d  f r o m  the p r e m i s e s  o f  the 

l e a s e  o r  p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ,  or if t h e  oil 

r e c o v e r e d  f r o m  a l e a s e  or p r o p e r t y  is n o t  m e t e r e d  or m e a s u r e d  

(by a u t o m a t i c  c u s t o d y  t r a n s f e r  me t e r ,  t a n k  g a u g e  o r  o t h e r  m e t h o d  

a p p r o v e d  by the c o m m i s s i o n e r )  o n  t h e  p r e m i s e s  of  the l e a s e  or 

p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ,  t h e n  the g r o s s  v a l u e  at the 

p o i n t  of p r o d u c t i o n  is the v a l u e  o f  that oil at the o f f - p r e m i s e s  

l o c a t i o n  w h e r e  t h e  o i l  is f i r s t  m e t e r e d  or m e a s u r e d  (by a u t o m a t i c  

c u s t o d y  t r a n s f e r  m e t e r ,  t a n k  g a u g e  or o t h e r  m e t h o d  a p p r o v e d  by 

the c o m m i s s i o n e r )  in a c o n d i t i o n  of  p i p e l i n e  q u a l i t y ;

(3) the g r o s s  a m o u n t  of o i l  o r  g a s  p r o d u c e d  [ R E M O V E D  OR

(4) t h e  t o t a l  v a l u e  of t h e  o i l  o r  gas p r o d u c e d  [ R E M O V E D  OR

(B) f o r  gas r e c o v e r e d  f r o m  or in a s s o c i a t i o n  w i t h  oil

the v a l u e  o f  the gas at the p o i n t  w h e r e  it i ’ a c c u r a t e l y  m e t e r e d  

or m e a s u r e d  a f t e r  s e p a r a t i o n  f r o m  the oil; f o r  gas r u n  t h r o u g h  a 

gas p r o c e s s i n g  pl a n t ,  the g r o s s  v a l u e  at the p o i n t  of  p r o d u c t i o n  

is the f u l l  c o n s i d e r a t i o n  r e c e i v e d  b y  the p r o d u c e r  for the gas
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i f  s o l d  In a n  a r m ’s l e n g t h  t r a n s a c t i o n  or, in t h e  a b s e n c e  of a n  

a r m ’s l e n g t h  t r a n s a c t i o n ,  is the s u m  o f  the v a l u e  o f  the l i q u i d s  

e x t r a c t e d  f r o m  the gas at the p l a n t  a n d  the v a l u e  o f  t \e r e s i d u e  

gas, less a r e a s o n a b l e  a l l o w a n c e  for p r o c e s s i n g  the gas at the 

p l a n t  a n d  for t r a n s p o r t i n g  t h e  gas to the p l a n t  f r o m  the p r e m i s e s  

u p o n  w h i c h  the oil p r o d u c t i o n  o p e r a t i o n  is c o n d u c t e d ;  and

oil, the v a l u e  of  t h e  gas at the p o i n t  w h e r e  it is a c c u r a t e l y  

m e t e r e d  o r  m e a s u r e d  or t h e  v a l u e  of  t h e  g a s  at the p o i n t  o f  sale, 

if any, o n  the p r e m i s e s  o f  the l e a s e  o r  p r o p e r t y  f r o m  w h i c h  tnc 

g a s  is r e c o v e r e d ,  w h i c h e v e r  is the h i g h e r  v a l u e ;  f o r  gas run 

t h r o u g h  a gas p r o c e s s i n g  plant, the g r o s s  v a l u e  at the p o i n t  of 

p r o d u c t i o n  is t h e  f u l l  c o n s i d e r a t i o n  r e c e i v e d  b y  the p r o d u c e r  

for the g a s  if sold in a n  a r m ’s l e n g t h  t r a n s a c t i o n  or, in the 

a b s e n c e  o f  an a r m ’s l e n g t h  t r a n s a c t i o n ,  is the sum o f  the v a l u e  

o f  t h e  l i q u i d s  e x t r a c t e d  fr o m  the gas at the p l a n t  a n d  the v a l u e  

o f  t h e  r e s i d u e  gas, less a r e a s o n a b l e  a l l o w a n c e  for p r o c e s s i n g  

t he g a s  at the p l a n t  a n d  for t r a n s p o r t i n g  t h e  g a s  to the p l a n t  

f r o m  the p o i n t  w h e r e  it w a s  a c c u r a t e l y  m e t e r e d  or m e a s u r e d ;

(13) "oil p r o d u c t i o n  o p e r a t i o n "  m e a n s  the o p e r a t i o n  by  w h i c h  

o i l  is r e c o v e r e d  f r o m  a l e a s e  or p r o p e r t y  a n d  r e n d e r e d  i n t o  o i l  of 

p i p e l i n e  q u a l i t y ,  a n d  i n c l u d e s  any g a t h e r i n g  d o n e  b e f o r e  the oil is 

f i n a l l y  r e n d e r e d  in t o  o i l  of p i p e l i n e  q u a l i t y ;

c a l c u l a t e d  by f i rst d i v i d i n g  the t o t a l  n u m b e r  o f  b a r r e l s  o f  o i l  p r o­

d u c e d  f r o m  a l e a s e  o r  p r o p e r t y  d u r i n g  t h e  c a l e n d a r  m o n t h  by  the t o t a l  

n u m b e r  o f  w e l l s  o n  t h e  l e a s e  o r  p r o p e r t y  that w e r e  p r o d u c e d  for at 

least 25 p e r  c e n t  o f  the time t h e r e  w a s  p r o d u c t i o n  f r o m  t h e  l e a s e  or

(C) for gas not r e c o v e r e d  f r o m  o r  in a s s o c i a t i o n  w i t h

(14) " p i p e l i n e  q u a l i t y "  m e a n s  g o o d  and m a r k e t a b l e  c o n d i t i o n ;

(15) " a v e r a g e  d a i l y  per w e l l  p r o d u c t i o n "  m e a n s  the a m o u n t

3 H B  346 -4-
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p r o p e r t y  d u r i n g  t h e  c a l e n d a r  m o n t h  a n d  t h e n  d i v i d i n g  t h a t  q u o t i e n t  by  

the n u m b e r  o f  d a y s  in the c a l e n d a r  month.

“ Sec. 7. AS A 3 .5 5 .12)0(10) a n d  (11) are r e p e a l e d .

* Sec. 8. Th i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS  0 1 . 1 0 . -  

070(c).
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I n t r o d u c e d :  3 / 2 6 /75 
R e f e r r e d :  R e s o u r c e s  and
F i n a n c e

IN THE HOUSE BY COWPER

HOUSE BILL N O . 3^6

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the oil and gas properties pro­

duction tax; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OP THE STATE OF ALASKA: 

fc Section 1. AS ^3*55.010(a) is amended to read:

(a) There is levied upon the producer of oil or gas a tax based

upon a. per cent of the gross value at the point of production [AT THE

WELL] of all oil or gas produced [REMOVED OR SOLD] from each lease or 

property in the state, less the value of any part the ownership or right 

to which i ' j  exempt from taxation. The tax is determined according to 

the following schedules, and any part which is exempt from taxation 

is deducted from the tax levied on a pro rata basis as to each produc­

tion level tax bracket:

(1) oil: based upon the average daily production for each 

well for the calendar month in barrels, the tax is

f  (A) five per cent on the first 300 barrels;

—  - (B) six per cent on the next 700 barrels;

(C) eight per cent on all production in excess of

1,000 barrels;

(2) gas: the tax is four per cent of the gross value at 

the point of production of the gas and liquid products produced each 

m o n t h .

* Sec. 2. AS ^3.55*015(a) is amended to read:

(a) There is levied upon the producer of oil a tax on each 

barrel of oil produced [REMOVED OR SOLD] from each lease or property
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in  t h e  s t a t e  l e s s  a n y  p a r t  t h e  o w n e r s h i p  o r  r i g h t  t o  w h i c h  i3 e x e m p t  

f r o m  t a x a t i o n .  T h e  t a x  is b a s e d  u p o n  the a v e r a g e  d a i l y  p r o d u c t i o n  for 

e a c h  w e l l  f o r  t h e  c a l e n d a r  m o n t h  in b a r r e l s  d e t e r m i n e d  a c c o r d i n g  to 

t h e  f o l l o w i n g  s c h e d u l e  a n d  a n y  pa r t  w h i c h  is e x e m p t  f r o m  t a x a t i o n  is 

d e d u c t e d  f r o m  t h e  t a x  l e v i e d  o n  a  p r o  r a t a  b a s i s  as t o  e a c h  p r o d u c t i o n  

l e v e l  b r a c k e t :

$ . 1 6 8 7 5  o n  e a c h  o f  the f i r s t  300 b a r r e l s ;

(2) $ . 2 0 2 5  o n  e a c h  o f  the n e x t  700 b a r r e l s ;

(3) $ . 2 7 0 0  o n  e a c h  b a r r e l  of p r o d u c t i o n  in  e x c e s s  of  1 , 0 0 0

b a r r e l s . v""

Sec. 3« A S  4 3 . 5 5 . 0 2 0 ( a )  is a m e n d e d  t o  read:

(a) T h e  g r o s s  p r o d u c t i o n  t a x  o n  oil or gas s h a l l  b e  p a i d  m o n t h l y .  

T h e  t a x  is d u e  on t h e  l a s t  d a y  o f  e a c h  c a l e n d a r  m o n t h  o n  o i l  or gas 

p r o d u c e d  [ R E M O V E D  O R  S O L D ]  f r o m  e a c h  l e a s e  or p r o p e r t y  d u r i n g  t h e  p r e­

c e d i n g  m o n t h .  I f  the t a x  is n o t  p a i d  b e f o r e  t h e  e n d  of t h e  m o n t h  in 

w h i c h  it b e c o m e s  clue t h e  t a x  b e c o m e s  d e l i n q u e n t .

Sec. 4. AS  4 3 . 5 5 . 0 2 0 ( e )  is a m e n d e d  t o  read:

(e) G a s  p r o d u c e d  a n d  u s e d ,  e x c e p t  g a s  u s e d  i n  t h e  o p e r a t i o n  of 

a l e a s e  or  p r o p e r t y  in d r i l l i n g  for o r  p r o d u c i n g  o i l  o r  gas, o r  for 

r e p r e s s u r i n g ,  Is c o n s i d e r e d ,  f o r  the p u r p o s e  o f  t h i s  c h a p t e r  a n d  i n  the 

a m o u n t  u s e d ,  as ga:s p r o d u c e d  [ R E M O V E D  O R  S O L D ]  f r o m  a l e a s e  o r  property, 

Sec. 5. A S  4 3 - 5 5 . 0 3 0 ( a ) (1), (3) a n d  (4) are a m e n d e d  to read:

(1) a  d e s c r i p t i o n  of  the l e a s e  or  p r o p e r t y  f r o m  w h i c h  the 

o il o r  gas w a s  p r o d u c e d  [ R E M O V E D  OR  SO L D ] ,  b y  n a m e ,  l e g a l  d e s c r i p t i o n ,  

l e a s e  n u m b e r  o r  b y  a c c o u n t i n g  c o d e  n u m b e r s  a s s i g n e d  by  t h e  d e p a r t m e n t ;

(3) t h e  g r o s s  a m o u n t  o f  o i l  o r  g a s  p r o d u c e d  [ R E M O V E D  O R  

S O L D ]  f r o m  the l e a s e  o r  p r o p e r t y ,  a n d  the p e r c e n t a g e  o f  t h e  g r o s s  

a m o u n t  o w n e d  b y  e a c h  p r o d u c e r  f o r  w h o m  t h e  t a x  is paid;

(4) t h e  t o t a l  v a l u e  o f  t h e  oil o r  g a s  p r o d u c e d  [ R E M O V E D  O R

- 2 -
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S O L D ]  f r o m  the l e a s e  or p r o p e r t y  o w n e d  b y  e a c h  p r o d u c e r  f o r  w h o m  t h e  

t a x  is  p aid] a n d  1

Sec. 6. A S  4 3 . 5 5 . 1 4 0  is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  to read:

(12) ''gross v a l u e  at the p o i n t  o f  p r o d u c t i o n” mea n s :

(A) f o r  oil, the v a l u e  of t h e  o i l  at t h e  p o i n t  tihere 

It is m e t e r e d  o r  m e a s u r e d  (by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r ,  

t a n k  g a u g e  o r  o t h e r  m e t h o d  a p p r o v e d  b y  t h e  c o m m i s s i o n e r ) i n  a 

c o n d i t i o n  o f  p i p e l i n e  q u a l i t y  o n  t h e  p r e m i s e s  o f  t h e  l e a s e  o r  

p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ;  h o w e v e r ,  if  t h e  o i l  is n o t  

o f  p i p e l i n e  q u a l i t y  w h e n  it is r e m o v e d  f r o m  the p r e m i s e s  o f  t h e  

l e a s e  o r  p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ,  o r  if  t h e  o i l  

r e c o v e r e d  f r o m  a  l e a s e  o r  p r o p e r t y  is n o t  m e t e r e d  or m e a s u r e d  

(by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r ,  t a n k  g a u g e  o r  o t h e r  m e t h o d  

a p p r o v e d  b y  the c o m m i s s i o n e r )  on the p r e m i s e s  o f  t h e  l e a s e  or 

p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ,  t h e n  t h e  g r o s s  v a l u e  at the 

p o i n t  o f  p r o d u c t i o n  is t h e  v a l u e  o f  t h a t  o i l  at t h e  o f f - p r e m i s e s  

l o c a t i o n  w h e r e  the o i l  is f i r s t  m e t e r e d  o r  m e a s u r e d  (by a u t o m a t i c  

c u s t o d y  t r a n s f e r  ineter, t a n k  g a u g e  o r  o t h e r  m e t h o d  a p p r o v e d  by  

t h e  c o m m i s s i o n e r )  i n  a c o n d i t i o n  o f  p i p e l i n e  q u a l i t y ;

(B) for g a s  r e c o v e r e d  f r o m  o r  i n  a s s o c i a t i o n  w i t h  oil, 

t h e  v a l u e  o f  t h e  gas at t h e  p o i n t  w h e r e  it is a c c u r a t e l y  meter-ed 

o r  m e a s u r e d  a f t e r  s e p a r a t i o n  f r o m  the oil; for g a s  r u n  t h r o u g h  a 

g a s  p r o c e s s i n g  p l a n t ,  t h e  g r o s s  v a l u e  at t h e  p o i n t  o f  p r o d u c t i o n  

is the f u l l  c o n s i d e r a t i o n  r e c e i v e d  by t h e  p r o d u c e r  f o r  t h e  gas

i f  s o l d  in a n  a r m ’s l e n g t h  t r a n s a c t i o n  or, i n  t h e  a b s e n c e  o f  a n  

aria's l e n g t h  t r a n s a c t i o n ,  is t h e  s u m  o f  t h e  v a l u e  o f  t h e  l i q u i d s  

e x t r a c t e d  f r o m  t h e  g a s  a t  t h e  p l a n t  a n d  t h e  v a l u e  o f  the r e s i d u e  

gas, l e s s  a r e a s o n a b l e  a l l o w a n c e  f o r  p r o c e s s i n g  t h e  g a s  at t h e  

p l a n t  a n d  f o r  t r a n s p o r t i n g  t h e  g a s  to t h e  p l a n t  f r o m  t h e  p r e m i s e s
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u p o n  w h i c h  t h e  o i l  p r o d u c t i o n  o p e r a t i o n  is conducted:, and

(C) f o r  g a s  n o t  r e c o v e r e d  f r o m  or i n  a s s o c i a t i o n  w i t h  

oil, t h e  v a l u e  of the gas a t  t h e  p o i n t  w h e r e  it is a c c u r a t e l y  

m e t e r e d  or  m e a s u r e d  o r  t h e  v a l u e  of  the ga3 at t h e  p o i n t  o f  sale,

i f  any, o n  t h e  p r e m i s e s  o f  the l e a s e  or  p r o p e r t y  f r o m  w h i c h  the

g as is r e c o v e r e d ,  w h i c h e v e r  is t h e  h i g h e r  value.; f o r  g a s  r u n  

t h r o u g h  a  g a s  p r o c e s s i n g  p l a n t ,  the g r o s s  v a l u e  at t h e  p o i n t  of 

p r o d u c t i o n  is the f u l l  c o n s i d e r a t i o n  r e c e i v e d  b y  t h e  p r o d u c e r  

for t h e  gas i f  s o l d  in a n  a r m ’s l e n g t h  t r a n s a c t i o n  or, in t h e  

a b s e n c e  o f  a n  a r m ’s l e n g t h  t r a n s a c t i o n ,  is t h e  s u m  o f  the v a l u e  

of t h e  l i q u i d s  e x t r a c t e d  f r o m  t h e  g a s  a t  the p l a n t  a n d  t h e  v a l u e  

o f  the r e s i d u e  gas, l e s s  a  r e a s o n a b l e  a l l o w a n c e  f o r  p r o c e s s i n g  

t h e  gas at t h e  p l a n t  a n d  f o r  t r a n s p o r t i n g  the gas t o  t h e  p l a n t  

f r o m  the p o i n t  w h e r e  it w a s  a c c u r a t e l y  m e t e r e d  or m e a s u r e d ;

(15) "oil p r o d u c t i o n  o p e r a t i o n "  rnean3 the o p e r a t i o n  by  w h i c h  

o i l  is r e c o v e r e d  f r o m  a  l e a s e  o r  p r o p e r t y  and r e n d e r e d  i n t o  oil o f  

p i p e l i n e  q u a l i t y ,  a n d  i n c l u d e s  a n y  g a t h e r i n g  d o n e  b e f o r e  t h e  o i l  is 

f i n a l l y  r e n d e r e d  i n t o  o i l  o f  p i p e l i n e  q u a l i t y :

(1*0 " p i p e l i n e  quality' m e a n s  g o o d  a n d  m a r k e t a b l e  c o n d i t i o n ,  

a Sec. 7. AS *13.55.140(10) a n d  (11) a r e  r e p e a l e d .

* Sec. 8. T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  01.10.

070(c).
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I n t r o d u c e d :  3/26/)5
R e f e r r e d :  R e s o u r c e s  and
F i n a n c e

IN T H E  H O U S E  BY C O W P S R

H O U S E  B I L L  N O . 346 

I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A B I L L

F o r  an Act e n t i t l e d :  "An Act r e l a t i n g  to t h e  oil an d  gas p r o p e r t i e s  p r o­

du c t i o n  tax; and p r o v i d i n g  fo r a n  e f f e c t i v e  dat e . "

B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

- S e c t i o n  1. AS 4 3 . 5 5 . 0 1 0 ( a )  is a m e n d e d  to read:

(a) T h e r e  is l e v i e d  u p o n  the p r o d u c e r  of oi l  or gas a tax based 

u p o n  a p e r  cent o f  the g ro s s  v a l u e  at t h e  p o i n t  of  p r o d u c t i o n  [AT TH E  

W E L L ]  of all oil or gas p r o d u c e d  [ R E M O V E D  O R  S OLD] f r o m  e a c h  lease or 

p r o p e r t y  in the state, less the v a l u e  o f  an y  p a r t  the o w n e r s h i p  or right 

to w h i c h  is e xe m p t  f r o m  t a xation. The tax is d e t e r m i n e d  a c c o r d i n g  to 

t h e  f o l l o w i n g  s c h e d u l e s ,  and any part w h i c h  is e x e m p t  f r o m  t a x a t i o n  

is d e d u c t e d  from the ta x  le v i e d  o n  a p r o r a t a  b a s i s  as to e a c h  p r o d u c­

t i o n  l e v e l  tax b r a ck e t :

(1 ) oil: b a s e d  u pon t h e  a v e r a g e  d a i l y  p r o d u c t i o n  for each

w e l l  fo r  the c a l e n d a r  m o n t h  in b a r r e l s ,  the tax is

(A) five p e r  cent on the first 300 b a r r e l s ;

(B) six p e r  cent o n  the next 700 b a r r e l s ;

(C) e i g h t  p e r  cent on a l l  p r o d u c t i o n  in e x c e s s  of

1 , 0 0 0  b a r r e l s ;

(?) gas: the tax is f o u r  p e r  c ent of the g r o s s  v a l u e  at

the p o i n t  o f  p r o d u c t i o n  of th e g a s and l i q u i d  p r o d u c t s  p r o d u c e d  each 

mon th .

* Sec. 2. AS 4 3 .5 5 .0 1 5 (5 ) is a m e n d e d  to read:

(a) T h e r e  is l e v i e d  u p o n  the p r o d u c e r  of oil a tax on e a c h  

b a r r e l  of oil p r o d u c e d  [ R E M O V E D  O R  SOLD] f rom e a c h  l e as e  or p r o p e r t y

- 1 - H B  346
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in the s t a t e  less an y  par t  t h e  o w n e r s h i p  or r i g n t  to w h i c h  is exe m p t  

f r o m  t a x a t i o n .  The tax is b a s e d  u p o n  the a v e r a g e  d a i l y  p r o d u c t i o n  for 

e a c h  w e l l  for the c a l e n d a r  m o n t h  in b a r r e l s  d e t e r m i n e d  a c c o r d i n g  to 

the f o l l o w i n g  s c h e d u l e  a n d  any par t  w h i c h  is e x e m p t  f r o m  t a x a t i o n  is 

d e d u c t e d  f r o m  the t a x  le v i e d  on a p r o  r a t a  b a s i s  as to e a c h  p r o d u c t i o n  

l e v e l  b r a c k e t :

(1 ) 3 1 6 8 7 5  on e a c h  o f  the first 3 0 0 b a r r e l s

$ . 2 0 2 5  on e a c h  of the next 7 0 0 b a r r e l s

2 7 0 0  on e a c h  b a r r e l  of p r o d u c t i o n  in e x c e s

a m e n d e d  to r e a d

(a) T he  g r o s s  p r o d u c t i o n  tax on oil or gas s h a l l  be p a i d  mo n thly. 

T h e  tax is du e  on th e last day of e a c h  c a l e n d a r  m o n t h  on o i l  or gas 

p r o d u c e d  [ R E M O V E D  OR  S OLD] fro m  ea c h  l e a s e  or p r o p e r t y  d u r i n g  the p r e­

c e d i n g  mo n t h .  If the tax is not p a i d  b e f o r e  the end of t h e  m o n t h  in 

w h i c h  it b e c o m e s  d u e  the tax b e c o m e s  d e l i n q u e n t .

* Sec. 4 . AS 3.55 ■ 020( e ) is a m e n d e d  to read:

(e) Gas p r o d u c e d  a n d  used, ex c e p t  g as  u s e d  in t h e  o p e r a t i o n  of 

a l e a s e  o r  p r o p e r t y  in d r i l l i n g  for or p r o d u c i n g  oil o r  gas, o r  for 

r e p r e s s u r i n g ,  is c o n s i d e r e d ,  fo r  the p u r p o s e  of this c h a p t e r  a n d  in the 

a m o u n t  u sed, as gas p r o d u c e d  [ R E M O V E D  OR SOLD] f r o m  a l e a s e  or p r o p e r t y  

,l Sec, 5. AS *13.55-030(a) (1), (3) and (4) are a m e n d e d  to read:

( 1 ) a d e s c r i p t i o n  of the l e a s e  or p r o p e r t y  f r o m  w h i c h  the

oil or gas  w a s  p r o d u c e d  [ R E M O V E D  OR SOL D ] ,  by name, l e g a l  d e s c r i p t i o n ,  

l e a s e  n u m b e r  or by a c c o u n t i n g  c o d e  n u m b e r s  a s s i g n e d  by the d e p a r t m e n t ;

(3) the g r o s s  a m o u n t  of o i l  or gas p r o d u c e d  [ R E M O V E D  OR 

S O L D ]  f r o m  the l e a s e  or p r o p e r t y ,  and the p e r c e n t a g e  o f  th e  g r o s s  

a m o u n t  o w n e d  by e a c h  p r o d u c e r  f o r  w h o m  the tax is paid;

(A) th e  t o t a l  v a l u e  o f  the oil or gas p r o d u c e d  [ R E M O V E D  OR



S O L D ]  f r o m  the l ease or p r o p e r t y  o w n e d  by e a c h  p r o d u c e r  for w h o m  the 

tax is paid; and

Sec. 6 . AS 4 3 . 5 5 * 1 4 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

(1 2 ) ''gross v a l u e  at the p o i n t  of  p r o d u c t i o n "  means:

(A) f o r  oil, the v a l u e  of t h e  oi l  at t h e  p o i n t  w h e r e  

it is m e t e r e d  or m e a s u r e d  (by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r ,  

t a n k  g a u g e  o r  o t h e r  m e t h o d  a p p r o v e d  by t h e  c o m m i s s i o n e r )  in a 

c o n d i t i o n  o f  p i p e l i n e  q u a l i t y  on t h e  p r e m i s e s  of the l e a s e  or 

p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ;  h o w e v e r ,  if the oi l  is not 

o f  p i p e l i n e  q u a l i t y  w h e n  it is r e m o v e d  f r o m  the p r e m i s e s  of the 

l e a s e  or p r o p e r t y  fro m  w h i c h  it is r e c o v e r e d ,  or if the oil 

r e c o v e r e d  f r o m  a l ease or p r o p e r t y  is n o t  m e t e r e d  or m e a s u r e d  

(by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r ,  t a n k  g a u g e  or o t h e r  m e t h o d  

a p p r o v e d  by the c o m m i s s i o n e r )  on the p r e m i s e s  of the l e a s e  or 

p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ,  t h e n  t h e  g r o s s  v a l u e  at the 

p o i n t  o f  p r o d u c t i o n  is the v a l ue  o f  that oi l at th e o f f - p r e m i s e s  

l o c a t i o n  w h e r e  the oi l  is first m e t e r e d  or m e a s u r e d  (by a u t o m a t i c  

c u s t o d y  t r a n s f e r  m e t e r ,  tank g a u g e  or o t h e r  m e t h o d  a p p r o v e d  by 

t h e  c o m m i s s i o n e r )  in a c o n d i t i o n  o f  p i p e l i n e  q u a l i t y ;

(B) for gas r e c o v e r e d  f r o m  or in a s s o c i a t i o n  w i t h  oil, 

t h e  v a l u e  o f  the gas at the p oint w h e r e  it is a c c u r a t e l y  m e t e r e d  

o r  m e a s u r e d  a f t e r  s e p a r a t i o n  fro m  the oil; fo r  g a s ru n  t h r o u g h  a 

g a s  p r o c e s s i n g  plant, t h e g r o s s  v a l u e  at tlie p o i n t  of p r o d u c t i o n  

is the ful l  c o n s i d e r a t i o n  r e c e i v e d  by t h e  p r o d u c e r  for the gas

if sol d In a n  a r m ’s l e n g t h  t r a n s a c t i o n  or, in th e  a b s e n c e  o f  an 

a r m ’s l e n g t h  t r a n s a c t i o n ,  Is the s u m  of the v a l u e  o f  the l i q u i d s  

e x t r a c t e d  f r o m  the gas at the p la n t  a n d  the v a l u e  of the r e s i d u e  

gas ,  l ess a r e a s o n a b l e  a l l o w a n c e  f o r  p r o c e s s i n g  t h e gas at th e  

p l a n t  a n d  f o r  t r a n s p o r t i n g  the gas to th e  p l a n t  f r o m  the p r e m i s e s



u p o n  w h i c h  t h e  oil p r o d u c t i o n  o p e r a t i o n  is c o n d u c t e d ;  and

(C) for gas n o t  r e c o v e r e d  fr o m  or in a s s o c i a t i o n  w i t h  

oil, the v a l u e  o f  th e  gas at the p o i n t  w h e r e  it is a c c u r a t e l y  

m e t e r e d  or m e a s u r e d  or the v a l u e  o f  the gas at the p o i n t  of sale,

if any, on the p r e m i s e s  o f  t h e  l e a s e or p r o p e r t y  f r o m  w h i c h  the

gas is r e c o v e r e d ,  w h i c h e v e r  is the h i g h e r  value; for gas run 

t h r o u g h  a gas p r o c e s s i n g  pl a nt ,  the g r o s s  v a l u e  at t h e  p o i n t  of 

p r o d u c t i o n  is th e  full c o n s i d e r a t i o n  r e c e i v e d  by t h e  p r o d u c e r  

for the g a s  i f  sold in an a r m ' s  l e n g t h  t r a n s a c t i o n  or, in the 

a b s e n c e  o f  an a r m ' s  l e n g t h  t r a n s a c t i o n ,  is the sum o f  the v a l u e  

of the l i q u i d s  e x t r a c t e d  f r o m  the gas at the p l a n t  and t h e  v a l u e  

of the r e s i d u e  gas, less a r e a s o n a b l e  a l l o w a n c e  for p r o c e s s i n g  

the gas at the p l a n t  and f o r  t r a n s p o r t i n g  the ga s  to the p l a n t 

f r o m  the p o i n t  w h e r e  it was a c c u r a t e l y  m e t e r e d  or m e a s u r e d ;

(13) "oil p r o d u c t i o n  o p e r a t i o n "  m e a n s  t h e  o p e r a t i o n  by w h i c h  

oil is r e c o v e r e d  f r o m  a l ease or p r o p e r t y  and r e n d e r e d  i n t o  oil of 

p i p e l i n e  q u a l i t y ,  a n d  i n c l u d e s  any g a t h e r i n g  d o n e  b e f o r e  the oil is 

f i n a l l y  r e n d e r e d  i n t o  oil  of p i p e l i n e  qu a l i t y ;

(14) " p i p e l i n e  q u a l i t y "  m e a n s  g ood a n d  m a r k e t a b l e  c o n d i t i o n .  

Sec. 7. AS 4 3 . 5 5 . 1 4 0 ( 1 0 )  a n d  (11) are r e p e a l e d .

Sec. 8 . T h i s  Act t a ke s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.10.
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I n t r o d u c e d :  3 / 2 6 / 75
Ref er r e d :  R e s o u r c e s  and
F i n a n c e

IN T H E  H O U S E  BY C Q W P E R

H O U S E  B I L L  NO. 3 A 6
IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A  

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A B I L L

F o r  a n  Act e n t i t l e d :  "An Act r e l a t i n g  to t h e  o i l  an d  gas p r o p e r t i e s  p r o­

d u c t i o n  tax; an d  p r o v i d i n g  for an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  I, AS A 3 . 55.010(a) is a m e n d e d  to read:

(a) T h e r e  is l e v i e d  u p o n  the p r o d u c e r  of oil or gas a tax b a s e d 

u p o n  a p e r  cent o f  the g r o s s  v a l u e  at the p o i n t  of p r o d u c t i o n  [AT T H E  

W E L L ]  of a l l  oil or gas p r o d u c e d  [ R E M O V E D  OR S O L D ]  f r o m  e a c h  l e a se  or 

p r o p e r t y  in the state, less the v a l u e  of any p a r t  th e  o w n e r s h i p  or r ight 

t o  w h i c h  Is e x e m p t  f r o m  t a x a t i o n .  T h e  t a x  is d e t e r m i n e d  a c c o r d i n g  to 

the f o l l o w i n g  s c h e d u l e s ,  a n d  any p a r t  w h i c h  is e x e m p t  f rom t a x a t i o n  

is d e d u c t e d  f r o m  t h e  tax l e v i e d  o n  a p r o  r a t a  b a s i s  as t o  e a c h  p r o d u c­

ti o n  l e v e l  tax b r a c k e t :

(1 ) oil: b a s e d  u p o n  the a v e r a g e  d a l l y  p r o d u c t i o n  for ea c h  

wel l for t h e  c a l e n d a r  m o n t h  In o a r r e l s ,  the tax is

(A) five p e r  c ent on th e  f irst 300 b a rr e l s ;

(B) six p e r  c e n t  on the n ext 700 b a r r e l s ;

(C) e i g h t  p e r  c ent on a ll  p r o d u c t i o n  in e x c e s s  of

1 . 0 0 0  b a r r e l s ;

(2 ) gas: the tax is f o u r  p e r  c e n t  o f  the g r o s s  v a l u e  at 

the p o i n t  of p r o d u c t i o n  of the ga s  a n d  l i q u i d  p r o d u c t s  p r o d u c e d  e a c h  

m o n t h .

* Sec. 2. AS A3.55 01 5 ( a )  is a m e n d e d  to read:

(a) T h e r e  is l e v i e d  u p o n  th e p r o d u c e r  of oil a ta x on e ach 

b a r r e l  of oil p r o d u c e d  [ R E M O V E D’OR S OLD] f r o m  e a c h  l e a s e  or p r o p e r t y

- 1 - HE 3^6



in the s tate less a n y  p a r t  th e  o w n e r s h i p  or r i g h t  to w h i c h  is exe m p t  

f r o m  t a x a t i o n .  The tax  is b a s e d  u p o n  the a v e r a g e  d a i l y  p r o d u c t i o n  for 

e a c h  w e l l  for the c a l e n d a r  m o n t h  i n  b a r r e l s  d e t e r m i n e d  a c c o r d i n g  to 

the f o l l o w i n g  s c h e d u l e  and any par t  w h i c h  is e x e m p t  f r o m  t a x a t i o n  is 

d e d u c t e d  f r o m  the t a x  l e v i e d  on a p r o  r a t a  b a s i s  as to e a c h  p r o d u c t i o n  

l e v e l  b r a c k e t :

(1) $ . 16 8 7 5  on e a c h  of t h e  first 300 b a r rels;

(2) $. 2 0 2 5 on e a c h  of the n e x t  700 b a r r e l s ;

(3) $. 2 7 0 0 or, e a c h  b a r r e l  of p r o d u c t i o n  in e x c e s s  o f  1 , 0 0 0

b a r r e l s .

Sec. 3. AS ^ 3 « 5 5 . 020(a) is a m e n d e d  to read:

(a) Th e  g ross p r o d u c t i o n  tax o n  oi l  or gas s h a l l  be p a i d  m o n t h l y .  

T h e  tax is due on the last d a y  o f  e a c h  c a l e n d a r  m o n t h  on o i l  or gas 

p r o d u c e d  [ R E M O V E D  OR S OLD] f r o m  e a c h  l e a s e  o r  p r o p e r t y  d u r i n g  the p r e­

c e d i n g  month. If the tax is not pa.id b e f o r e  the end of th e m o n t h  in 

w h i c h  It b e c o m e s  due the tax b e c o m e s  d e l i n q u e n t .

Sec. 4. AS 4 3 •55 .0 2 0 ( e ) is a m e n d e d  t o  read:

(e) Gas p r o d u c e d  a n d  u s ed ,  e x c e p t  g a u  u s e d  in th e  o p e r a t i o n  of 

a l e a s e  or p r o p e r t y  in d r i l l i n g  for o r  p r o d u c i n g  o i l  or gas, or for 

r e p r e s s u r i n g ,  is c o n s i d e r e d ,  for the p u r p o s e  o f  thi s  c h a p t e r  a n d  in the 

a m o u n t  used, as gas p r o d u c e d  [ R E M O V E D  OR SOLD] from a l e a s e  or p r o p e r t y  

Sec. 5- AS A 3 .5 5 .0 3 0 ( a ) (1), (3) a n d  (4) are a m e n d e d  to read:

(1) a d e s c r i p t i o n  o f  the l e a s e  or p r o p e r t y  f r o m  w h i c h  the 

oi l  or gas  was p r o d u c e d  [ R E M O V E D  O R  SOLD], by name, l e g al  d e s c r i p t i o n ,  

l e a s e n u m b e r  cr by a c c o u n t i n g  cod e n u m b e r s  a s s i g n e d  by the d e p a r t m e n t ;

(3) the g r o s s  a m o u n t  o f  o i l  or gas p r o d u c e d  [ R E M O V E D  OR 

S O L D ]  f r o m  the l ease or p r o p e r t y ,  and t h e  p e r c e n t a g e  o f  t h e  g r o s s  

a m o u n t  o w n e d  by e a c h  p r o d u c e r  fo r  w h o m  the tax is paid;

(A) the t o t a l  v a l u e  of the oi l  or g a s  p r o d u c e d  [ R E M O V E D  OR



S O L D ]  f r o m  the l e a s e  or* p r o p e r t y  o w n e d  by eac h  p r o d u c e r  for w h o m  the 

ta x  is paid; a n d

* Sec. 6 . AS 4 3 . 5 5 . 1 4 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

(1 2 ) "g r o ss  v a l u e  at the p o i n t  of  p r o d u c t i o n "  me a n s :

(A) for oil, the v a l u e  of the oil at t h e  p o i n t  w h e r e  

it is m e t e r e d  or m e a s u r e d  (by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r ,  

tank g a ug e  or o t h e r  m e t h o d  a p p r o v e d  by the c o m m i s s i o n e r )  in a 

c o n d i t i o n  o f  p i p e l i n e  q u a l i t y  on the p r e m i s e s  of the l e a s e  or 

p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ;  h o w e v e r ,  if the oil is not 

of p i p e l i n e  q u a l i t y  w h e n  it is r e m o v e d  f r o m  the p r e m i s e s  of the 

l e a s e  or p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ,  or If the 0.11 
r e c o v e r e d  f r o m  a l ease or p r o p e r t y  is not m e t e r e d  or m e a s u r e d  

(by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r ,  tank g a u g e  cr o t h e r  m e t h o d  

a p p r o v e d  by the c o m m i s s i o n e r )  o n  ihe p r e m i s e s  of the l e a s e  or 

p r o p e r t y  f r o m  w h i c h  it Is r e c o v e r e d ,  then the g r o s s  v a l u e  at the 

p o i n t  of p r o d u c t i o n  is the v a l u e  of that oil at the c f f - p r e m i s e s  

l o c a t i o n  w h e r e  th e  o i l  is f i r s t  m e t e r e d  or m e a s u r e d  (by a u t o m a t i c  

c u s t o d y  t r a n s f e r  m e t e r ,  t a n k  g a u g e  or o t h e r  m e t h o d  a p p r o v e d  by 

th e  c o m m i s s i o n e r )  in a c o n d i t i o n  o f  p i p e l i n e  qu a l i t y ;

(B) for gas r e c o v e r e d  f ro m  or in a s s o c i a t i o n  w i t h  oil, 

th e  v a l u e  of t h e  gas at the p o i n t  w h e r e  it Is a c c u r a t e l y  m e t e r e d  

or m e a s u r e d  a f t e r  s e p a r a t i o n  f r o m  the oil; for gas r u n  t h r o u g h  a 

gas p r o c e s s i n g  pl a n t ,  the g r o s s  v a l u e  at the point of p r o d u c t i o n  

is the full c o n s i d e r a t i o n  r e c e i v e d  by the p r o d u c e r  for the gas

if sold  in a n  a r m ' s  l e n g t h  t r a n s a c t i o n  or, in the a b s e n c e  of an 

a r m ' s  l e n g t h  t r a n s a c t i o n ,  is the sum  of the v a l u e  of t h e  l i q ui d s  

e x t r a c t e d  f r o m  the gas at the p l a n t  a n d  the v a l u e  of th e r e s i d u e  

gas, less a r e a s o n a b l e  a l l o w a n c e  for p r o c e s s i n g  the g as  at the 

p l a n t  and f o r  t r a n s p o r t i n g  the gas to the p l a nt  f r o m  the p r e m i s e s

- 3 -  HB  346
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u p o n  w h i c h  the oi l  p r o d u c t i o n  o p e r a t i o n  is c o n d u c t e d ;  and

(C) for gas not r e c o v e r e d  f r o m  or in a s s o c i a t i o n  w i t h  

oil, t h e  v a l u e  of the gas at the p o i n t  w h e r e  it is a c c u r a t e l y  

m e t e r e d  or m e a s u r e d  or the v a l u e  o f  the gas at th e  p o i n t  of sale,

if any, on the p r e m i s e s  o f  the l e a s e  or p r o p e r t y  f r o m  w h i c h  the

gas is r e c o v e r e d ,  w h i c h e v e r  is the h i g h e r  value; for ga s  run 

t h r o u g h  a gas p r o c e s s i n g  pl a nt ,  the  g r o s s  v a l u e  at the p o i n t  of 

p r o d u c t i o n  is the f u l l  c o n s i d e r a t i o n  r e c e i v e d  by the p r o d u c e r  

for the gas if sol d  in an a r m ' s  l e n g t h  t r a n s a c t i o n  or, in the 

a b s e n c e  o f  an a r m ' s  l e n g t h  t r a n s a c t i o n ,  is t h e  su m  of the v a l u e  

o f  the l i q u i d s  e x t r a c t e d  f r o m  the gas at the p l a n t  and the v a l ue  

of the r e s i d u e  gas, less a r e a s o n a b l e  a l l o w a n c e  f o r  p r o c e s s i n g  

t he gas at the p l a n t  a n d  fo r  t r a n s p o r t i n g  the gas to the p lant 

f r o m  the p o i n t  w h e r e  it was a c c u r a t e l y  m e t e r e d  or m e a s u r e d ;

(1 3 ) "oil p r o d u c t i o n  o p e r a t i o n "  m e a n s  the o p e r a t i o n  by w h i c h  

o i l  is r e c o v e r e d  from a l e a s e  or p r o p e r t y  and r e n d e r e d  into o i l  of 

p i p e l i n e  q u a l i t y ,  and i n c l u d e s  any g a t h e r i n g  d o n e  b e f o r e  the oi l  is 

f i n a l l y  r e n d e r e d  int o  oil o f  p i p e l i n e  q u a l i t y ;

(1 *1) " p i p e l i n e  q u a l i t y "  m e a n s  g o o d  and m a r k e t a b l e  c o n d i t i o n .

“ Sec. 7. AS 4 3 . 5 5 . 1 4 0 ( 1 0 )  a n d  (11) are r e p e a l e d.

* Sec. 8 . T h i s  Act takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.10.

0 7 0 (c).
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O r i g i n a l  s p o n s o r :  Coviper

IN T H E  H O U S E

Of f e r e d :  V 1 5 / 7 6
Re f e r r e d :  F i n a n c e

BY T H E  R E S O U R C E S  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 3^6 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

For a n  Ac t  e n t i t l e d :  "An Ac t  r e l a t i n g  to the oi l  and gas p r o p e r t i e s  p r o­

du c t i o n  tax; a nd  p r o v i d i n g  for an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY TH E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. AS *13.55. 010 ( a ) is a m e n d e d  to read:

(a) T h e r e  Is l e v i e d  u p o n  t h e  p r o d u c e r  of oil or g a s  a t a x  b a s e d  

u p o n  a p e r  cent o f  t h e  g r o s s  v a l u e  at the p o i n t  o f  p r o d u c t i o n  [WELL] of 

all oi l  or ga s  p r o d u c e d [ R E M O V E D  OR S O L D ]  f r o m  e a c h  l e a s e  or p r o p e r t y  

in the state, less the v a l u e  o f  an y  p art the o w n e r s h i p  or r i g h t  to w h i c h  

is e x e m p t  from  t a x a t i o n .  T h e  tax is d e t e r m i n e d  a c c o r d i n g  to the f o l l o w­

ing  s c h e d u l e s ,  and an y  part w h i c h  is e x e m p t  f r o m  t a x a t i o n  is d e d u c t e d  

f r o m  the tax l e v i e d  on  a pro r a t a  b a s i s  as to eac h  p r o d u c t i o n  l e v e l  tax 

b r a c k e t :

(1) oil: b a s e d  u p o n  th e  t o t a l  p r o d u c t i o n  f r o m  e ach

l ease or p r o p e r t y  [ A V E R A G E  D A I L Y  P R O D U C T I O N  FOR E A C H  W E L L ]  for the 

c a l e n d a r  m o n t h  in b a r r e l s ,  th e  tax is

(A) fiv e  pe r  cent on the  f i rs t  300 b a r r e l s  of a v e r a g e  

d a l l y  p e r  w e l l  p r o d u c t i o n ;

(B) six per cent on the next 700 b a r r e l s  of a v e r a g e  

d a l l y  pe r  w e l l  p r o d u c t i o n ;

(C) e i g ht  p e r  cent on a l l  p r o d u c t i o n  in ex c e s s  of

1 , 0 0 0  b a r r e l s  of a v e r a g e  d a l l y  p e r  well p r o d u c t i o n ;

(2) gas: t h e  tax is f o u r  p e r  c ent of th e  g r o s s  v a l u e  

at the p o i n t  of p r o d u c t i o n  of the gas a n d  l i q u i d  p r o d u c t s  p r o d u c e d  

e a c h  month.
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Sec. 2. AS 4 3 . 5 5 • 015(a) is a m e n d e d  to read:

(a) T h e r e  is l e v i e d  u p o n  th e p r o d u c e r  of oil a tax on e a c h  b a r r e l

of oil p r o d u c e d  [ R E M O V E D  OR S O L D ]  f r o m  e a c h  l e a s e  or p r o p e r t y  in the

s t a t e  less a n y  par t  the o w n e r s h i p  or r i g h t  to w h i c h  is e x e m p t  f r o m  t a x a­

tion. T h e  tax is b a s e d  u p o n  the t o t a l  p r o d u c t i o n  f r o m  e a c h  l e a s e  or

p r o p e r t y  [ A V E R A G E  D A I L Y  P R O D U C T I O N  F O R  E A C H  W E L I ] for t h e  c a l e n d a r  m o n t h  

in b a r r e l s  d e t e r m i n e d  a c c o r d i n g  to the f o l l o w i n g  s c h e d u l e  and a ny  part 

w h i c h  is e x e m p t  f r o m  t a x a t i o n  is d e d u c t e d  f r o m  the tax l e v i e d  on a pr o

r a t a  b a s i s  as to e a c h  p r o d u c t i o n  l e v e l  b r a c k et :

(1) $ . 1 6 8 7 5  on e a c h  o f  the first 300 b a r r e l s  o f  a v e r a g e  

d a i l y  p e r  w e l l  p r o d u c t i o n ;

(2) $ .2 0 2 5  on ea c h  of the next 700 b a r r e l s  o f  a v e r a g e  

d a l l y  p e r  w e l l  p r o d u c t i o n ;

(3) $ . 2 7 0 0  011 eac h  o f  the b a r r e l s  [ B A R R E L  O F  P R O D U C T I O N ]

in e x c e s s  of  1 , 0 0 0  b a r r e l s  of a v e r a g e  d a i l y  p e r  w e l l  p r o d u c t i o n .

Sec. 3- AS >13 . 55• 0 2 0 ( a ) is a m e n d e d  to read:

(a) T h e  g r o s s  p r o d u c t i o n  tax on oil or ga s  s h a l l  be p aid m o n thly. 

Th e  tax is due on the last da y o f  e a c h  c a l e n d a r  m o n t h  011 oil or gas 

p r o d u c e d  [ R E M O V E D  O R  S OLD] fro m  e a c h  l e a s e  or p r o p e r t y  d u r i n g  the p r e­

c e d i n g  month. If the tax is not p a i d  before.' the e n d  of the m o n t h  1n 

w h i c h  it b e c o m e s  du e  the t a x  b e c o m e s  d e l i n q u e n t .

Sec. A. AS 4 3 . 5 5 . 020(e) is a m e n d e d  to read:

(e) Gas p r o d u c e d  and used, e x c e p t  gas used in the o p e r a t i o n  of 

a l e as e  or p r o p e r t y  in d r i l l i n g  for or p r o d u c i n g  oil or gas, or for 

r e p r e s s u r i n g ,  is c o n s i d e r e d ,  for the p u r p o s e  of this c h a p t e r  and in the 

a m o u n t  used, as gas p r o d u c e d  [ R E M O V E D  OR S O L D ]  f r o m  a l e a s e  or p r o p e r t y . 

Sec. 5 . AS (I3 • 55. 030 (a ) (1), (3 ) a n d  (*1) are a m e n d e d  to read:

(1) a d e s c r i p t i o n  of the l e a s e  or p r o p e r t y  f r o m  w h i c h  the

oil or gas wa s  p r o d u c e d  [ R E M O V E D  OR SOLD], by name, l eg a l  d e s c r i p t i o n ,
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l e a s e  n u m b e r  o r  b y  a c c o u n t i n g  cod e n u m b e r s  a s s i g n e d  b y  the d e p a r t m e n t

(3) the g r o s s  a m o u n t  of o i l  or gas p r o d u c e d  [ R E M O V E D  OR

SOLD] f r o m  the l e as e  or p r o p e r t y ,  a n d  th e  p e r c e n t a g e  o f  t h e  g r o s s  

amount o w n e d  by eac h p r o d u c e r  for w h o m  the tax is p aid;

(*J) the t o t a l  v a l u e  o f  the oil or gas p r o d u c e d  [ R E M O V E D  OR

SOLD] f r o m  the l e a s e  or p r o p e r t y  o w n e d  by e a c h  p r o d u c e r  f o r w h o m  the

s Sec. 6. AS ^ 3 . 5 5 . 1 ^ 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

(12) "g r o s s  v a l u e  at the p o i n t  of p r o d u c t i o n "  means:

(A) for oil, the v a l u e  of the oil at t h e p o i n t  w h e r e  

it is m e t e r e d  o r  m e a s u r e d  (by a u t o m a t i c  c u s t o d y  t r a n s f e r  meter, 

t a n k  g a u g e  or o t h e r  m e t h o d  a p p r o v e d  b y  the c o m m i s s i o n e r )  in a

c o n d i t i o n  of p i p e l i n e  q u a l i t y  on th e  p r e m i s e s  o f  the l e a s e  or

p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ;  h o w e v e r ,  if t h e  o i l  is not

o f  p i p e l i n e  q u a l i t y  w h e n  it is r e m o v e d  f r o m  the p r e m i s e

l e a s e  or p r o p e r t y  from w h i c h  it is r e c o v t  ’ed, or if the oil

r e c o v e r e d  f r o m  a l e a s e  or p r o p e r t y  is not m e t e r e d  or m e a s u r e d  

(by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r ,  t a n k  g a u g e  or o t h e r  m e t h o d  

a p p r o v e d  by the c o m m i s s i o n e r )  on the p r e m i s e s  o f  the l e a s e  or 

p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ,  t h e n  the g r o s s  v a l u e  at the 

p o i n t  of p r o d u c t i o n  is t h e  v a l u e  o f  that oi l  at t h e  o f f - p r e m l s e s  

l o c a t i o n  w h e r e  th e  oil is f i rs t  m e t e r e d  or m e a s u r e d  (by a u t o m a t i c  

c u s t o d y  t r a n s f e r  me te r ,  t a n k  g a u g e  or o t h e r  m e t h o d  a p p r o v e d  by 

t h e  c o m m i s s i o n e r )  in a c o n d i t i o n  o f  p i p e l i n e  q u a l i t y ;

(B) for gas r e c o v e r e d  f r o m  or in a s s o c i a t i o n  w i t h  oil,

t h e  v a l u e  o f  the gas at the p o i n t w h e r e  it is a c c u r a t e l y  m e t e r e d  

or m e a s u r e d  a f t e r  s e p a r a t i o n  f r o m  the oil; for gas ru n  t h r o u g h  a 

g a s  p r o c e s s i n g  plant, the g r o s s  v a l u e  at the p o i n t  of p r o d u c t i o n  

is t h e  f u l l  c o n s i d e r a t i o n  r e c e i v e d  by the p r o d u c e r  for  t h e  gas

C S H B  3H6
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if scl d  in a n  a r m ' s  l e n g t h  t r a n s a c t i o n  or, in the a b s e n c e  of an 

a r m ' s  l e n g t h  t r a n s a c t i o n ,  is the s u m  of the v a l u e  of the l i q u i d s  

e x t r a c t e d  f r o m  the g a s  at the p l a n t  an d  t he  v a l u e  o f  the r e s i d u e  

gas, l es s  a r e a s o n a b l e  a l l o w a n c e  f o r  p r o c e s s i n g  th e  gas at the 

p l a n t  a n d  for t r a n s p o r t i n g  the gas to the p la n t  f r o m  the p r e m i s e s  

u p o n  w h i c h  the oil p r o d u c t i o n  o p e r a t i o n  is c o n d u c t e d ;  and

(C) for gas n o t  r e c o v e r e d  f r o m  or in a s s o c i a t i o n  w i t h  

oil, the v a l u e  of the gas at the p o i n t  w h e r e  it is a c c u r a t e l y  

m e t e r e d  or m e a s u r e d  o r  the v a l u e  o f  the gas at the p o i n t  o f  sale, 

if any, o n  the p r e m i s e s  of the l e a s e  or p r o p e r t y  f r o m  w h i c h  the 

gas is r e c o v e r e d ,  w h i c h e v e r  is the h i g h e r  va l u e ;  for gas run 

t h r o u g h  a gas p r o c e s s i n g  plant, the g r o s s  v a l u e  at the p o i n t  of 

p r o d u c t i o n  is t h e  full c o n s i d e r a t i o n  r e c e i v e d  by the p r o d u c e r  

for the g a s  if sold in an a r m ’s l e n g t h  t r a n s a c t i o n  or, in the 

a b s e n c e  of an a r m ' s  1e n g t h  t r a n s a c t i o n ,  is the sum of the v a l u e  

of t h e  l i q u i d s  e x t r a c t e d  f r o m  t h e  ga s  at the p l a n t  a n d  t h e  v a l u e 

of the r e s i d u e  gas, less a r e a s o n a b l e  a l l o w a n c e  for p r o c e s s i n g  

the gas at the p l an t  an d  for t r a n s p o r t i n g  the gas to t h e plant 

fro m the p o i n t  w h e r e it wa s  a c c u r a t e l y  m e t e r e d  or m e a s u r e d ;

(13) "oil p r o d u c t i o n  o p e r a t i o n "  m e a n s  the o p e r a t i o n  by w h i c h  

oil is r e c o v e r e d  f r o m  a l e a s e  or p r o p e r t y  an d r e n d e r e d  into oil of 

p i p e l i n e  q u a l i t y ,  a n d  i n c l u d e s  any g a t h e r i n g  d o n e  b e f o r e  th e  oil is 

f i n a l l y  r e n d e r e d  i nto oil o f  p i p e l i n e  q u al i t y ;

(14) " p i p e l i n e  q u a l i t y "  m e a n s  g o o d  a n d  m a r k e t a b l e  c o n d i t i o n ;

(15) " a v e r a g e  d a i l y  p e r  w e l l  p r o d u c t i o n "  m e a n s  the am ou n t  

c a l c u l a t e d  by first d i v i d i n g  the t o ta l  n u m b e r  o f  b a r r e l s  o f  oil p r o­

duc e d  fro m  a l e a s e  or  p r o p e r t y  d u r i n g  the c a l e n d a r  m o n t h  by the total 

n u m b e r  o f  w e l l s  on the  l e a s e  or p r o p e r t y  that w e r e  p r o d u c e d  for at 

least 25 pe r  cen t  of the t i m e  t h e r e  was p r o d u c t i o n  f r o m  t he  l e a s e  or

]SHB 346 -4-
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p r o p e r t y  d u r i n g  t h e  c a l e n d a r  m o n t h  a n d  t he n  d i v i d i n g  t hat q u o t i e n t  by 

the n u m b e r  of d a y s  i n  the c a l e n d a r  month.

* Sec. 7- AS ^ 3 . 5 5 . 1 ^ 0 ( 1 0 )  an d  (11) ar e  re p e a l e d .

* Sec. 8. T h i s  Ac t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.10. 

(c).
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O r i g i n a l  s p o n s or :  C o w p e r Offered: 4 / 1 5 / 76
R e f e r r e d :  F i n a n c e

IN T H E  H O U S E BY T H E  R E S O U R C E S  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 346 

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F o r  a n  Act e n t i t l e d :  "An Ac t  r e l a t i n g  to th e  oil an d  gas p r o p e r t i e s  p r o­

du c t i o n  tax; an d  p r o v i d i n g  for an e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  TH E  S T A T E  OF ALASKA:

* S e c t i o n  1. AS 4 3 . 5 5 . 010(a) is a m e n d e d  to read:

(a) T h e r e  is le v i e d  u p o n  the p r o d u c e r  of oil or gas a t a x  b ased 

u p o n  a p e r  c e n t  of the g r o s s  v a l u e  at the p oi n t  of p r o d u c t i o n  [WELL] of 

a l l  o i l  or ga s  p r o d u c e d  [ R E M O V E D  OR S OLD] f r o m  e a c h  lease or p r o p e r t y  

in t h e  s t a t e , less the va l u e  of any par t  the o w n e r s h i p  or r i g h t  to w h i c h  

is e x e m p t  f r o m  tax a ti o n .  T h e  t a x  is d e t e r m i n e d  a c c o r d i n g  to the f o l l o w­

ing s c h e d u l e s ,  and any part w h i c h  is e x e m p t  f r o m  t a x a t i o n  is d e d u c t e d  

fr o m  t h e  tax l e v i e d  on a pro r a t a  b a si s  as to each p r o d u c t i o n  l evel tax 

b r a c k e t :

(1) oil: b a s e d  u p o n  the t o t a l  p r o d u c t i o n  f r o m  each

l e a s e  or p r o p e r t y  [ A V E R A G E  D A I L Y  P R O D U C T I O N  F OR  E A C H  W E LL ]  for the 

c a l e n d a r  m o n t h  in b a r r e l s ,  th e tax is

(A) five per c ent on the first 300 b a r r e l s  of a v e r a g e  

d a i l y  p e r  w ell p r o d u c t i o n ;

(B) six pe r  cent on th e  next 700 b a r r e l s  of a v e r a g e  

d a l l y  per w ell p r o d u c t i o n ;

(C) e ight p e r  cent on all p r o d u c t i o n  in e x c e s s  of

1 , 0 0 0  b a r r e l s  o f  a v e r a g e  d ally pe r  w e l l  p r o d u c t i o n ;

(2) gas: the tax is four pe r  cent of the g r o s s  v a l u e  

at the p o i n t  o f  p r o d u c t i o n  of the gas and li q u i d  p r o d u c t s  p r o d u c e d  

e a c h  month.

- 1- C SHB 346



Sec. 2. AS *13.55• 0 1 5 (a) is a m e n d e d  to read:

(a) T h e r e  is le v i e d  u p o n  the p r o d u c e r  of oi l  a ta x  on e ach b a r r e l

of oi l  p r o d u c e d  [ R E M O V E D  OR S O L D ]  f r o m  e a c h  l e a s e  or p r o p e r t y  in the

s t a t e  less any par t  the o w n e r s h i p  or r ig h t  to w h i c h  is e x e m p t  f r o m  t a x a­

tion. The  tax is b a s e d  u p o n  the t o t al  p r o d u c t i o n  f r o m  e a c h  l e a se  or

p r o p e r t y  [ A V E R A G E  D A I L Y  P R O D U C T I O N  F O R  E A C H  W E L L ]  for the c a l e n d a r  m o n t h  

in b a r r e l s  d e t e r m i n e d  a c c o r d i n g  to th e f o l l o w i n g  s c h e d u l e  and an y  part 

w h i c h  is exe m p t  f rom t a x a t i o n  is d e d u c t e d  f r o m  t he  tax l e v i e d  on a pro

r a t a  b a s i s  as to e a c h  p r o d u c t i o n  level bracket:

(1) $ . 1 6 8 7 5  on e a c h  o f  the first 300 b a r r e l s  of a v e r a g e

d a i l y  pe r  well p r o d u c t i o n ;

(2) $ . 2 0 2 5  on  e a c h  o f  the n e x t  700 b a r r e l s  o f  a v e r a g e  

d a l l y  p e r  w e l l  p r o d u c t i o n ;

(3) $ . 2 7 0 0  on ea c h  of the b a r r e l s  [ B A R R E L  O F  P R O D U C T I O N ]

in e x c e s s  o f  1 , 0 0 0  b a r r e l s  of a v e r a g e  d a i l y  p e r  w e l l  p r o d u c t i o n .

Sec. 3- AS *l3.55.020(a) is a m e n d e d  to read:

(a) T h e  g r o s s  p r o d u c t i o n  tax on oil or gar. shall be p a i d  m o n t h ly .  

T h e  tax is due on the last day o f  ea c h  c a l e n d a r  m o n t h  on oil or gas 

p r o d u c e d  [ R E M O V E D  OR S OLD] f ro m  e a c h  l e a s e  or p r o p e r t y  d u r i n g  the p r e­

ce d i n g  month. If the tax is not paid b e f o r e  the end o f  the m o n t h  in 

w h i c h  it b e c o m e s  d u e  the tax b e c o m e s  d e l i n q u e n t .

Sec. *1. A S  *i3.55.02O(e) te a m e n d e d  to rea d  :

(e) Gas p r o d u c e d  and used, e x c e p t  gas used In the o p e r a t i o n  of 

a l e a s e  or p r o p e r t y  in d r i l l i n g  for or p r o d u c i n g  oil or gas, or for 

r e p r e s s u r i n g ,  is c o n s i d e r e d ,  for the p u r p o s e  of this c h a p t e r  and in the 

a m o u n t  used, as gas p r o d u c e d  [ R E M O V E D  OR S O L D ]  f r o m  a l e a s e  or p r operty. 

Sec. 5 . AS *13.55.030(a) (1), (3 ) a n d  (*l) are a m e n d e d  to read:

(1) a d e s c r i p t i o n  of the l ea s e  or p r o p e r t y  fro m  w h i c h  the 

oil or ga s  wa s  p r o d u c e d  [ R E M O V E D  OR  SOLD], by name, l e g a l  d e s c r i p t i o n ,
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l e a s e  n u m b e r  or b y  a c c o u n t i n g  c o d e  n u m b e r s  a s s i g n e d  by the d e p a r t m e n t ;

(3) the g r o s s a m o u n t  o f  o i l  or gas p r o d u c e d  [ R E M O V E D  OR 

S O L D ]  f r o m  t h e  l e a s e  or p r o p e r t y ,  a n d  th e  p e r c e n t a g e  of th e  g r o s s  

a m o u n t  o w n e d  by e a c h  p r o d u c e r  fo r w h o m  the t a x  is paid;

(4) the t o t a l  v a l u e  o f  the oi l  or gas p r o d u c e d  [ R E M O V E D  OR 

S O L D ]  f r o m  the l e a s e  o r  p r o p e r t y  o w n e d  by e a c h  p r o d u c e r  fo r  w h o m  the 

tax ir ->aid; and

* Sec. 6. AS 4 3 . 5 5 - 1 4 0  is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  to read:

(12) "g r o s s  v a l u e  at the p o i n t  of p r o d u c t i o n "  means:

(A) for oil, the v a l u e  o f  the oil at the p o i n t  w h e r e  

it is m e t e r e d  or m e a s u r e d  (by a u t o m a t i c  c u s t o d y  t r a n s f e r  me t e r ,

t . k g a u g e  or o t h e r  m e t h o d  a p p r o v e d  by t h e  c o m m i s s i o n e r )  In a

c o n d i t i o n  of p i p e l i n e  q u a l i t y  o n  th e p r e m i s e s  o f  the l e a s e  or 

p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ;  hov/ever, i f  the o i l  is riot

o f  p i p e l i n e  q u a l i t y  w h e n  :Lt is r e m o v e d  f r o m  the p r e m i s e s  of the

l e a s e  or p r o p e r t y  fr o m  w h i c h  it is r e c o v e r e d ,  or if the oil 

r e c o v e r e d  f r o m  a l e a s e  or p r o p e r t y  is not m e t e r e d  or m e a s u r e d  

(by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r ,  t a n k  g a u g e  or o t h e r  m e t h o d  

a p p r o v e d  by th e c o m m i s s i o n e r )  on the p r e m i s e s  o f  the l e a s e  or 

p r o p e r t y  f rom w h i c h  it is r e c o v e r e d ,  th e n  the g r o s s  v a l u e  at the 

p o i n t  of p r o d u c t i o n  is t h e  v a l u e  of that oxl at the o f f - p r e m i s e s  

l o c a t i o n  w h e r e  the oil is f irst m e t e r e d  o r  m e a s u r e d  (by a u t o m a t i c  

c u s t o d y  t r a n s f e r  m e t e r ,  t a n k  g a u g e  or o t h e r  m e t h o d  a p p r o v e d  by 

the c o m m i s s i o n e r )  in a c o n d i t i o n  of p i p e l i n e  q u a l i t y ;

(B) for gas r e c o v e r e d  f ro m  or in a s s o c i a t i o n  w i t h  oil, 

t he v a l u e  o f  t h e  gas at the  p o i n t  w h e r e  it is a c c u r a t e l y  m e t e r e d  

or m e a s u r e d  a f t e r  s e p a r a t i o n  f r o m  the oil; f o r  gas r u n  t h r o u g h  a 

gas p r o c e s s i n g  plant, t he  g r o s s  v a l u e  at the p o i n t  of p r o d u c t i o n  

is the f u l l  c o n s i d e r a t i o n  r e c e i v e d  by th e  p r o d u c e r  f o r  th e  gas
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if s o l d  in a n  a r m ' s  l e n g t h  t r a n s a c t i o n  or, in t h e  a b s e n c e  of an 

a r m ' s  l e n g t h  t r a n s a c t i o n ,  is t h e  sum of the v a l u e  o f  t he  l i q u i d s  

e x t r a c t e d  f r o m  th e  gas at th e  p l a n t  a n d  the v a l u e  of the r e s i d u e  

gas, l ess a r e a s o n a b l e  a l l o w a n c e  fo r  p r o c e s s i n g  t he  gas at the 

p l a n t  a n d  fo r  t r a n s p o r t i n g  the gas to t h e  p l an t  f r o m  the p r e m i s e s  

u p o n  w h i c h  the oi l  p r o d u c t i o n  o p e r a t i o n  is c o n d u c t e d :  and

(C) for gas not r e c o v e r e d  f r o m  or in a s s o c i a t i o n  w i t h  

oil, the v a l u e  o f  th e  gas at the p o i n t  w h e r e  it is a c c u r a t e l y  

m e t e r e d  or m e a s u r e d  o r  the v a l u e  o f  the gas at the p o i n t o f  sale, 

if any, on the p r e m i s e s  o f  the l e a s e  or p r o p e r t y  f r o m  w h i c h  the 

g a 3 is r e c o v e r e d ,  w h i c h e v e r  is th e h i g h e r  va lu e ;  for gas r u n  

t h r o u g h  a ga s  p r o c e s s i n g  p l a n t ,  the g r o s s  v a l u e  at the p o i n t  of 

p r o d u c t i o n  is the f u l l  c o n s i d e r a t i o n  r e c e i v e d  by the p r o d u c e r  

f o r  the ga s if sol d  in an a r m ' s  l e n g t h  t r a n s a c t i o n  or, in th e  

a b s e n c e  o f  a n  a r m ' s  l e n g t h  t r a n s a c t i o n ,  is the s u m  of the value 

o f  t h e  l i q u i d s  e x t r a c t e d  f r o m  the gas at th e  p l a n t  and the v a l u e  

o f  the r e s i d u e  gas, less a r e a s o n a b l e  a l l o w a n c e  for p r o c e s s i n g  

the gas at th e  p l a n t  a n d  for t r a n s p o r t i n g  th e  gas to the p l a n t  

f r o m  th e  p o i n t  w h e r e  it w a s  a c c u r a t e l y  m e t e r e d  or m e a s u r e d ;

(13) "oil p r o d u c t i o n  o p e r a t i o n "  m e a n s  th e  o p e r a t i o n  by w h i c h  

o i l  is r e c o v e r e d  f r o m  a l e a s e  or p r o p e r t y  a n d  r e n d e r e d  i n t o  oil of 

p i p e l i n e  q u a l i t y ,  arid I n c l u d e s  a n y  g a t h e r i n g  d o n e  b e f o r e  the oil is 

f i n a l l y  r e n d e r e d  int o  o i l  o f  p i p e l i n e  q u a l i t y ;

(14) " p i p e l i n e  q u a l i t y "  m e a n s  g o o d  a n d  m a r k e t a b l e  c o n d i t i o n ;

(1‘5) " a v e r a g e  d a i l y  p e r  w e l l  p r o d u c t i o n "  m e a n s  the a m o u n t

c a l c u l a t e d  by f i r s t  d i v i d i n g  the t o t a l  n u m b e r  o f  b a r r e l s  of oil p r o­

d u c e d  f r o m  a l e a s e  or p r o p e r t y  d u r i n g  the c a l e n d a r  m o n t h  by the t otal 

n u m b e r  o f  w e l l s  o n  the l e a s e  or p r o p e r t y  t ha t  w e r e  p r o d u c e d  fcr at 

l e a s t  25 p e r  c ent of  t h e  t i m e  t h e r e  w a s  p r o d u c t i o n  f r o m  the l e a s e  or
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p r o p e r t y  d u r i n g  th e  c a l e n d a r  m o n t h  an d  t h e n  d i v i d i n g  that q u o t i e n t  by 

the n u m b e r  of d a y s  in the c a l e n d a r  month.

* Sec. 7. A S  43-55.1*10(10) a n d  (11) are r e p e a l e d .

s Sec. 8 . T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

0 7 0 (c).



THE LEGISLATIVE OF THE STATE OF ALASKA 
FISCAL NOTE 

Second  S e s s i o n  - N i n t h  L e g i s l a t u r e
o

I .  REQUEST
B i l l  No. CSHB 3 4 6 _____________  _ _ _ __________________
T i t l e :  Act r e l a t i n g  to o i l  and gas proper t i e s  product ion tax
R e q u e s t e d  b y : ____________________________________________ D a t e :
R e t u r n  D a t e  R e q u e s t e d : ____________________________________________________ _
A g en c y :  Revenue________  P rog r am :  Petroleum Revenue Divis iorT

I I .  r i SCAL  DETAIL
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d :  Petroleum Revenue
A.  EXPENDITURES: (Thou s and s  o f  d o l l a r s )

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 31
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
4U0 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL None None None None None None

B. FUNDING: (T hou s and s  o f  d o l l a r s )

GENERAL FUND
FEDERAL FUNDS
OTHER

C. POSITIONS:

PERM A H ?. NT/TEK POP AR Y / | / / 1 7  1 / /
MAN MONTHS ( P . / T . ) / / 7 1 /  1 7 /

I I I .  ANALYSIS (See F i s c a l  No te  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )
The B i l l  would f a c i l i t a t e  the present a dm in i s t r a t ion o f  AS '13.55, making the 
tax f u l l y  a u d i t a b l e  f o r  the f i r s t  t ime. However, the averaging prov i s ion 
which a l lows f u l l  a ud i t i n g  w i l l  a l s o  reduce revenues from AS 43.55 by about 
52 to  102 from wnat they would be under the present law. To compensate f o r  
t h i s ,  the tax r a te s  could be ra i sed (as they a re  i  CSSB 295, which has the 
same techn ica l  improvements in  AS 43.55 as a re  in  CSHB 346).

I V .  ATTACHMENTS

V. DATE: Ap r i l  30, 1976 PREPARED DY: Thomas K. W i l l i am s ,  D i re c to r
Petroleum Revenue Di v i s ion

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e
c c :  B u d g e t  and Management

P r im e  S po n so r  ( F i r s t  L e g i s l a t o r  Named)



THE LEGISLATIVE OF THE STATE OF ALASKA 
F ISCAL I10TE

f S e co nd  S e s s i o n  - N i n t h  L e g i s l a t u r e
o

I .  REQUEST
B i l l  Ho. CSHB 346
T i t l e :  Act r e l a t i n g  to o i l  and gas proper t i e s  product ion tax
R e q u e s t e d  b y : ____________________________________________ D a t e : _______________________
R e t u r n  D a t e  R e q u e s t e d : ________________________________ _ _ _ _ _ ________ _ _ _ _ _
A g e n c y : Revenue_______  P rog ram : Petroleum Revenue D i v i s i on

I I .  F ISCAL DETAIL
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d :  Petroleum Revenue
A. EXPENDITURES: (Thou s an d s  o f  d o l l a r s )

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 81
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL None None None None None None

B.  FUNDING: (T h o u s an d s  o f  d o l l a r s )

GENERAL FUND
FEDERAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPORARY / / | /
1 / 1MAN MOUTH.-) ( P ./T .  ) "  / / / 1 " 7 f M /

I I I .  ANALYSIS (See  F i s c a l  Note  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )
The B i l l  would f a c i l i t a t e  the present adm in i s t ra t ion o f  AS 43.55, making the 
tax f u l l y  a u d i t a b l e  f o r  the f i r s t  t ime. However, the averaqing prov i s ion 
which a l lows f u l l  a ud i t i n g  w i l l  a l s o  reduce revenues from AS 43.55 by about 
52 to 102 from what they would be jnde r  the presen t law. To compensate fo r  
t h i s ,  the tax ra te s  could be r a i s ed  (as they are in  CSSB 295, which has the 
same te chn i ca l  improvements in AS 43.55 as are in CSHB 346).

I V .  ATTACHMENTS

V. DATE: Apr i l  30, 1975 PREPARED BY: Thomas K. W i l l i am s ,  P i r e c t o r
Petroleum Revenue Di v i s ion

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  
c c :  B u d g e t  and Management

P r im e  S p o n s o r  ( F i r s t  L e g i s l a t o r  Named'



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  
F I S C A L  N O T E

r ~

S e c o n d  S e s s i o n  - N i n t h  L e g i s l a t u r e
f*

I. R E Q U E S T
B i l l  No. CSHB 346    _ _ _ _ _ _________________
Ti t l e :  Act relating to oil and gas properties production tax ~
R e q u e s t e d  b y : ____________________________________________ D a t e : _______________________

R e t u r n  D a t e  R e q u e s t e d : _______________________________ _ _ _ _ _ _________
A g e n c y :  Revenue________  P r o g r a m :  Petroleum Revenue Division

II. F I S C A L  D E T A I L
E u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d :  Petroleum Revenue

A. E X P E N D I T U R E S :  ( T h o u s a n d s  o f  d o l l a r s )

O B J E C T FY 76 FY 77 FY 78 F Y  79 FY  80 FY 81
100 P E R S O N A L  S E R V I C E S
200 T R A V E L
300 C O N T R A C T U A L
HOC C O M M O D I T I E S
500 E Q U I P M E N T
600 L A N D  & S T R U C T U R E S
700 G R A N T S ,  C L A I M S ,  ETC.

T O T A L None None None None None None

B. F U N D I N G : ( T h o u s a n d s  of  d o l l a r s )

G E N E R A L  F U N D
F E D E R A L  F U N D S
O T H E R

C. P O S I T I O N S :

P E R M A N E N T / T E M P O R A R Y / / / / 1 / /
M A H  M O N T H S  (P./T.) / / / / | 7 /

III. A N A L Y S I S  (See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  III)

The Bill would facilitate the present administration of AS 43.55, making the 
tax fully auditable for the first time. However, the averaging provision 
which allows full auditing will also reduce revenues from AS 43.55 by about 
5% to 10% from what they would be under the present law. To compensate for 
this, the tax rates could be raised (as they are in CSSB 295, which has the 
same technical improvements in AS 43.55 as are in CSHB 346).

IV. A T T A C H M E N T S

V. DATE: A Pr_>1 30> 1976 P R E P A R E D  BY: Thomas K. Williams, Director

Petroleum Revenue Division
O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  
cc : B u d g e t  and M a n a g e m e n t

P r i m e  S p o n s o r  (First L e g i s l a t o r  Na m e d )
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